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Graphic Arts Industries Association des Industries Graphiques 


December 15, 1971. 


Hon. P. Lougheed, 
Premier of Alberta, 
Edmonton, Alberta. 


Dear Mr. Lougheed: 


By unanimous resolution of the Graphic Arts Industries Association of Calgary and 
Edmonton we are instructed to place before you certain observations, opinions and recom- 
mendations. These have to do with Government involvement in the printing industry and 
the operation of the Queen’s Printer. 


The Graphic Arts Industries Association embraces some 69 firms in Alberta. It is 
one of the provincial associations that makes up the national organization. The national 
organization has a membership in excess of 600 firms. The provincial Association includes 
plants engaged in all printing processes and related fields such as typesetting, platemaking 
and bindery. These firms represent taxpaying enterprises. Printing is their common concern. 
The Graphic Arts Industries Association is the only Association dedicated to the advancement 
of the printing industry on a local and national level. 


The membership of the Graphic Arts Industries Association is attached hereto. (See 
Attachment “A”). 


This being a highly competitive industry, with a past experience of relatively low 
profits on sales and return on investment, we believe that our Government should refrain 
as a matter of fixed policy from competing with the taxpaying Albertan printers. 


Further we would hope that public policy will be directed toward the encouragement 
and support of the printing industry. Of the many reasons that could be cited as cause for 
this consideration perhaps these three deserve priority: 


1. The graphic arts, including publishing, is ranked as one of the greatest employers of 
labour in the manufacturing industry. This industry serves and benefits Alberta and in 
fact Canada in all regions. 


2. This industry is known for payment of high wages in relation to the other non-seasonal 
manufacturing industries. 


3. The printed medium remains the major promotional force in moving the goods and services 
of all other Canadian businesses and industries. 


The commercial printing and allied industries in Alberta employed some 3,427 em- 
ployees in 1969 and reported $57,255,000 in shipments according to the latest Statistics Canada 
report broken down as follows: 


Alberta 1969 Employees Shipments 
GomimercraliP citing eieic oc tes eect ta autuas se 1,293 $19,968,000 
Puro Lisi, AUC Nt Os ec ree ee eee ce ay 1,907* 34,527 ,000* 
Tra cles Pay ie) eet os aah aieaine aati BM an Were 227 2,760,000 

3,427 $57,255,000 


*Mostly newspapers. 
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In addition the printing industry provides employment for many other workers in 
Alberta and, in fact, all Canada. These people are engaged in paper and ink making, equipment 
manufacture and sales, transportation, postal services and Government departments. 


Yet there is no guarantee that individual firms will survive and prosper. Adequate 
profits must be earned to maintain and expand employment and to permit plant renewal. 
Rapidly advancing technology compels heavy cash outlays by individual firms to maintain 
their competitive positions. It is evident that with the mounting pressures of increasing costs 
of today’s operations that active support of our Government becomes all the more important. 


These preliminary comments, by way of background information and explanation, 
are made because so many facts and conditions are beyond the control of the industry, and 
in varying degree can be altered only by senior levels of Government. 


The Queen’s Printer was charged ‘‘with the responsibility of procuring printing and 
stationery supplies”. In order to fill the Government’s expanding needs the present facilities 
were constructed with a provision for future expansion. 


It is this program of apparent expansion of the Queen’s Printer’s printing service 
that is of concern to the members of the printing industry of Alberta. 


The past program of expansion of the Queen’s Printer’s operations appears to have 
been made without the full consideration of the resources available in the private sector. 
There has been and is available at present an adequate resource base of equipment and 
skilled craftsmen to handle the Government’s printing requirements. 


We would challenge the arguments for expanded operations of the Queen’s Printer 
on the basis of the need to maintain confidentially, to provide rapid or overnight service 
or to produce a product at a lower cost. These are not valid reasons. 


In today’s highly competitive economy commercial printing firms are frequently 
required to produce a great deal of confidential matter for their customers. They must be 
just as zealous to guard confidentiality as the Queen’s Printer. 


With regard to security printing, it might be pertinent to note that the Government 
of Canada has relied for many years upon two member firms of the Graphic Arts Industries 
Association to print Canada’s paper currency and uses three member firms to print post- 
age stamps. They comply with the strictest requirements of Government. 


Commercial printing firms are daily required to meet the urgent needs of their 
customers. They have shown a great deal of resourcefulness in accomplishing their task and 
have achieved an outstanding record for providing the high quality and service demanded 
of them. 


There has long been the contention that the Queen’s Printer can produce printing 
at a cheaper price than the printer in the private sector. We would disagree with this in 
light that there are many costs that must be borne by the commercial printer in this operation 
that are probably not included in the accounts of the Queen’s Printer but are most likely 
charged to other departments or not charged anywhere. We attach a list of such costs. (See 
Attachment “B”). 


Government printing is produced at its incomplete “cost’’. Such may well be a heavier 
burden on the Treasury than production by industry with substantial public revenue from 
various methods of taxing product and profits. In doing so the Queen’s Printer causes a 
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loss of public revenue. The private sector markets a product which includes cost plus a 
fair mark-up for profit and correspondingly pays corporation and local taxes on this profit, 
plus yielding large sales tax revenue on products federally. 


Taxation provides a source of funds for the operation of Government including funds 
for the expansion of the operations of the Queen’s Printer with the resultant diminuation 
of the market available to the private sector from Government printing. 


Capital funds are tied up in equipment in the plant of the Queen’s Printer which 
are mostly idle 16 hours a day on week days and which duplicate the machinery available 
in the plants of the taxpaying industry throughout the province. The equipment available 
in the plants of the private sector is not being used to full capacity and can readily serve 
the Government’s printing needs efficiently. 


The commercial printing firms must negotiate their working hours and rates with 
the members of the respective trade unions. These negotiations are long and usually result 
in increased costs through increased wages and benefits to employees. The Queen’s Printer 
takes advantage of the taxpaying printers’ efforts by following industry wages while paying 
nothing or giving little support to them in their negotiation efforts. 


We have dealt with the problem of expansion of the Queen’s Printer’s operation 
to serve the needs of Government without adequate consideration being given in our opinion, 
to the capabilities of the private sector. There is, however, duplication of printing services 
within other areas of the Government’s involvement which is also of great concern. The 
arguments put forth would apply equally to the printing service of the University of Alberta 
Printing Services, Department of Agriculture and Workmen’s Compensation Board. 


Also included in the Government’s internal operations are departments which have 
the authority to procure their printing requirements directly from the private sector or from 
the Queen’s Printer as they see fit, e.g, Department of Tourism, Department of Highways. 
These departments are large users of printed matter. They, however, in many instances do 
not make use of the Queen’s Printer as their purchasing agent when making purchases in 
the open market. This type of activity is outside the objectives of the office of the Queen’s 
Printer. This procedure results in duplication of functions and the awarding of a considerable 
number of printing contracts to firms outside the provincial boundaries of Alberta. This 
serves further to curtail markets which should normally be available to the commercial 
printing firms of Alberta. 


It is pertinent to note at this point that in the past decade many major captive printing 
plants have ceased or reduced their in-plant operation and handed over their work to commer- 
cial printing firms. These include firms such as Dun & Bradstreet Inc., Colgate Palmolive, 
Ford Motors, Northern Electric, Massey Ferguson and the Royal Bank of Canada. The Federal 
Government has taken steps to curtail the growth of the Government Printing Bureau and 
to place more orders with taxpaying printers. This policy is now in effect federally. 


Arguments supporting this type of action may be found most recently in the submis- 
sion to the Province of Saskatchewan by a Royal Commission Hearing and Study in 1965 
involving the work of the Queen’s Printer and what was done by the private sector. The 
Province of Saskatchewan has acted upon the Commission’s recommendations and directed 
more of its printing needs to the private sector and correspondingly reduced its own in-plant 
operations. The Queen’s Printer now acts to a greater degree as a Purchasing Agent for 
coordinating and buying the Government’s needs rather than as a competitor in supplying 
these needs. 
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We would recommend: 


1. areversal of the rapid expansion of internal manufacturing with the resultant duplication 
of services available both internally and externally. 


2. greater coordination of the printing needs of Government Departments through the office 
of the Queen’s Printer, so as to affirm the objectives of his office to procure rather than 
to manufacture the printing needs of the Government. 


3. consideration be given to the increase of orders for printing services from the taxpaying 
commercial printing firms of Alberta. A qualified industry committee could easily be 
organized to advise the Government on questions of “make” or “buy”. 


The Glassco Report said that “Unless the growth of non-essential secondary activities 
is controlled, there will be an ever-increasing expansion of peripheral distractions, each one 
leading to others, until the essential activity, ... becomes obscured, by the size and character 
of the subsidiary activities”. 


The idea of large scale Government manufacturing, without defined limits, is diame- 
trically opposed to the Canadian way of life, and to the good and welfare of the industry 
affected. It can be depended upon to engender resentment throughout the industry. It trans- 
forms the role of Government from a public service to subsidized competition with all who 
are employed in taxpaying industry. 


Therefore we urge the Government to give consideration to our three specific recom- 
mendations. | 


On behalf of the Graphic Arts Industries Association of Alberta. 
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Attachment “A” 


MEMBERSHIP ROSTER — 


Alberta Security Printing, 
2005 - 10th Avenue S.W., 
Calgary 4, Alberta. 


The Albertan Job Press Limited, 
4603 Manilla Road S.E., 
Calgary 24, Alberta. 


Alcraft Printing Co. Ltd., 
4303 Edmonton Trail N.E., 
Calgary 67, Alberta. 


Apache Superior Printing Ltd., 
234 - 12th Avenue S.W., 
Calgary 3, Alberta. 


Atomic Press Ltd., 
605 - 11th Avenue S.W., 
Calgary 3, Alberta. 


Barber-Ellis of Alberta Ltd., 
6939 Fisher Road S.E., 
Calgary 27, Alberta. 


Burnand Printing Co. Ltd., 
6424 - 1A Street S.W., 
Calgary, Alberta. 


Canadian Linotype Co., 
2223 - 26th Avenue N.W., 
Calgary 44, Alberta. 


Canniff Printing Limited, 
1510 - 6th Street S.W., 
Calgary 3, Alberta. 


Commercial Printers (Calgary) Ltd., 
1210 - 11th Avenue S.W., 
Calgary 3, Alberta. 


Continuous Forms (Alberta) Ltd., 
444 - 42nd Avenue S.E., 
Calgary 24, Alberta. 


R. H. Cowie (Sales) Limited, 
Box 3100, Postal Station B, 
Calgary, Alberta. 


Crown Zellarbach Paper Co. Ltd., 
2620 Centre Avenue N.E., 
Calgary 62, Alberta. 


Economy Bookbindery Co. Ltd., 
1316 - 11th Avenue S.W., 
Calgary 3, Alberta. 


JANUARY 1972 


David Macrae 


Carson Rockley, Director 


Fred Conduit 


Milt Knight 


Al Dunn 


George Stott 


B. Burnand 


Harold Barton 


Roly Soper/Stan Clayton, Sec. Treasurer 


Roger Bates 


Tom Montgomery 


Dick Cowie 


Ross Orser 


Allan Brooks 
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Fletcher Printing Co. Ltd., 
Box 155, 
Red Deer, Alberta. 


Foothill Printers Limited, 
311 - 34th Avenue S.W., 
Calgary 24, Alberta. 


Graphic Arts Western Ltd., 
4525 First Street S.E., 
Calgary 24, Alberta. 


Humphries Printing Ltd., 
2212 - 4th Street S.W., 
Calgary 4, Alberta. 


Kent Job Printers, 
305 - 10th Street N.W., 
Calgary 41, Alberta. 


Marshall & Donlevy Printing Ltd., 
5649 Burbank Road S.E., 
Calgary 27, Alberta. 


CIP Midwest Limited, 
4027 - 7th Street S.E., 
Calgary 24, Alberta. 


Miller Printing Ltd., 
332 - 40th Avenue N.E., 
Calgary 67, Alberta. 


J. D. McAra Ltd., 
320 - 19th Street S.E., 
Calgary 22, Alberta. 


Northwest Printing & Lithographing Ltd., 


1806 First Street N.W., 
Calgary 41, Alberta. 


Offset Service Co., 
725 - 5th Avenue S.W., 
Calgary 1, Alberta. 


Phoenix Press Co. Ltd., 
537 - 11th Avenue S.W., 
Calgary 3, Alberta. 


Printing Papers Ltd., 
4319 First Street S.E., 
Calgary 24, Alberta. 


Rainbow Lithographers Ltd., 
303 - 16th Avenue N.W., 
Calgary 41, Alberta. 


Reliable Typesetters, 
117 - 17th Avenue S.E., 
Calgary 21, Alberta. 


R. N. Fletcher/Ernie Fletcher 


Larry Frantz 


Art Brown 


Ken Humphries 


Gordon Kent, President 


Leo Donlevy, Director 


D.,.E..Gibson 


Bill Williams 


Jim Taylor, Vice-President 


Bill Randall 


Bernie Suchlandt 


Al Taylor 


Charlie Veilleux 


Herman Luft 


Roy Philpott 
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Robins Printing Co. Ltd., 
1269 - 3rd Avenue South, 
Lethbridge, Alberta. Chester Robins 


Sears Limited, 
215 - 10th Avenue S.W., 
Calgary 3, Alberta. Jim Platte 


Sinclair & Valentine Co. Ltd., 
704 Meridian Road N.E., 
Calgary 62, Alberta. Cliff Trahan 


Smith, Davidson & Lecky Ltd., 
140 - 50th Avenue S.E., 
Calgary 24, Alberta. W. H. Dryden 


Style Craft Printing Ltd., 
110 - 61st Avenue S.W., 
Calgary 9, Alberta. John MacEachen, Director 


Treck Photographic Ltd., 
1102 - 5th Street S.W., 
Calgary 3, Alberta. Bernie Jakob 


Universal Engravers Limited, 
4505 Manitoba Road S.E., 
Calgary 24, Alberta. Percy Hergott 


Val Marshall Printing (1969) Ltd., 
524 Second Street, 
Medicine Hat, Alberta. Val Marshall 


W. J. Trade Bindery, 
7136. Fisher Street S.E.., 
Calgary 27, Alberta. Bill Lower 


Western Printing & Lithographing Co. Ltd., 
702 Second Avenue S.W., 
Calgary 1, Alberta. John Federico, Director 


Zenith Graphics Ltd., 
838 - 11th Avenue S.W., 
Calgary 3, Alberta. Dave Stockell/Jim Blackburn 


ABC Press Ltd. 
11307 - 95 Street 
Edmonton, Alberta R. H. Ozee 


Blueline Reproductions & Printing Ltd. 
6819 - 104 Street 
Edmonton, Alberta J. Underschlutz 


Bradburn Printers Ltd. 
10433 - 95 Street 
Edmonton, Alberta J. L. Graham 


Bulletin Commercial Printers Ltd. 
14425 - 118 Avenue J. McNeil, G. Smith, 
Edmonton, Alberta G. Smith, R. Sellar 


Co-op Press Ltd. 
10042 - 109 Street 
Edmonton, Alberta 


Douglas Printing Company Limited 


10112 - 114 Street 
Edmonton, Alberta 


Graphics Arts Western Ltd. 


12849 - 148 Street 
Edmonton, Alberta 


Industrial Printing & Litho Ltd. 


7805 Argyll Road 
Edmonton, Alberta 


Jasper Printing Ltd. 
14524-115 Avenue 
Edmonton, Alberta 


La Survivance Printing Ltd. 


10010 - 109 Street 
Edmonton, Alberta 


Lefty’s Printing House Ltd. 


10013 - 101A Avenue 
Edmonton, Alberta 


Mercantile Press Ltd. 
9532-125 Avenue 
Edmonton, Alberta 


Metropolitan Printing 


Division Allarco Developments Ltd. 


10180 - 111 Street 
Edmonton, Alberta 


Modern Press Ltd. 
Box 3524 Stn. D 
Edmonton, Alberta 


Peerless Printers 
10119-81 Avenue 
Edmonton, Alberta 


Pioneer Press Ltd. 
10310 - 81 Avenue 
Edmonton, Alberta 


Preston Press Ltd. 
10330 - 104 Street 
Edmonton, Alberta 


Reliable Printing Co. Ltd. 
14305 -121A Avenue 
Edmonton, Alberta 


Robarts Ltd. 
14504 - 118 Avenue 
Edmonton, Alberta 


. Bray 


. 5. Douglas, P. Stevens 


. Redman 


. J. Whaley 


. Zucchet, D. Petherbridge 


. S. Baril 


. Mack 


. J. Horlick 


. Kosawan, W. Gibson 


. Hobson 


. Hucal 


. McEwen, J. Edgar 


. Flint 


. F. Wallace, J. H. Wallace 


. Jeneroux, E. Gunette 
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Speedfast Printers 
10028 - 82. Avenue 
Edmonton, Alberta 


Willis Printing & Lithographing Co. Ltd. 


9222-111 Avenue 
Edmonton, Alberta 


Instant Printers Ltd. 
10529 - 116 Street 
Edmonton, Alberta 


R. N. Graphics Ltd. 
11231 Jasper Avenue 
Edmonton, Alberta 


Stony Plain Reporter 
Stony Plain, Alberta 


Parkland Press 
Box 100, 
Hinton, Alberta 


Barber-Ellis of Canada Ltd. 


10123 - 112 Street 
Edmonton, Alberta 


Crown Zellerbach Paper Co. Ltd. 


10808 - 120 Street 
Edmonton, Alberta 


Smith Davidson & Lecky Ltd. 


11418 - 120 Street 


Edmonton, Alberta 


CIP Mid West Ltd. 
10218-111 Street 
Edmonton, Alberta 


Canada Printing Ink Co. Ltd. 


10333 - 112 Street 
Edmonton, Alberta 


Sinclair & Valentine Co. of Canada 


12990 - 144 Street 
Edmonton, Alberta 


Globe Envelopes Products Ltd. 


14730 - 124 Street 
Edmonton, Alberta 


Atlas Bookbindery Ltd. 


10544 - 123 Street 
Edmonton, Alberta 


W. Steudel 


A. W. Bevan 


V. Voyer 


R. Petherbridge, N. Lomberg 


W. Mandick 


C. West 


S. Bowe, T. Bull 


D. McHugh 


J. Manson 


J. Williams 


H. Ross 


R. Dochery 


N. Bryson 


R. Manson 
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Attachment “B” 


COSTS NORMALLY CHARGEABLE IN A SIZEABLE COMMERCIAL PRINTING PLANT OF 
WHICH MANY ARE NOT INCLUDED IN ACCOUNTING OF CAPTIVE PLANTS 


DIRECT 


Wages 

Salaries 

Commissions 

Travel 

Unemployment Insurance 

Pension Plan 

Group Insurance 

Hospitalization Plan 

Mutual Benefit Plan 

Workmen’s Compensation 

Cafeteria (Equipment, Space, 
Light, Heat, Operating Loss) 

Laundry - 

Towels 

Depreciation — Building 

Depreciation — Equipment 

Repairs/ Maintenance — Building 

Repairs/ Maintenance — Equipment 

Maintenance of Grounds 

Electrical & Machine Shop 

Insurance 

Realty Taxes 

Business Taxes 

Heating — Oil/Gas/Coal 

Water 

Light & Power 

Air Conditioning 

Paper 

Ink 

Drying Sprays 

Gum & Binding Materials 

Engravings 

Photographs 

Art Work 

Writing & Editing 

Layouts 

Production Department 

Freight & Express 

Trucking & Cartage 

Duty Charges 

Telephone — Local/Long Distance 

Telegraph 

Teletype 

Postage 

Stenographic 

Forms/ Dockets/Letterheads/ 
Envelopes/Sundry Office Supplies 
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General Administration 

Accounting Department 

Credit Department 

Data Processing 

Budget Control 

Internal Audit 

External Audit 

Federal Income Tax 

Provincial Income Tax 

Federal Sales Tax 

Purchasing Department 

Personnel Department 

Health Centre 

Library/Reference Books/ 
Periodicals 

Company Newspaper/ Magazine 

Public Relations 

Advertising & Sales Promotion 

Branch Offices 

Association & Club Dues 

Industry Conventions/Seminars 

Research 

Messenger Service — Internal/External 

Stationery & Supplies 

Foreign Exchange 

Discounts & Exchange 

Cash Discounts Allowed 

Interest 

Borrowed Working Capital 


PROFIT 


Return to Owners/Shareholders 
Repayment of Debt 

Renewal of Plant & Equipment 
Future Growth 


Any comparison of costs and prices between commercial industry and captive plants 
operated by governments, public institutions, charitable and religious organizations, and large 
corporations is invalid which fails to charge the captive plant with its share of numerous 
cost items ordinarily absorbed by the parent organization, and which ignores taxes compul- 
sorily included in and added to commercial prices — or the mark-ups necessary to survive 
and to support governments, charities, education, and, indeed, the whole structure of society. 
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THE ROYAL BANK OF CANADA 


| HEAD OFFICE © MONTREAL 


C.B. NEAPOLE . | August 30, 1963 


ORWERAL MAHAOER 


' Fred Best, Esq., 
Vice-President, 


Canadian Graphic Arts Industries Association, 
5670 rue Chauveau, 
Montreal 5, P. Q. 


Dear Mr. Best: | 
You will be interested to know that The Royal Bank 
of Canada has decided to discontinue the printing on our ow 
premises of the Royal Bank Monthly Letter and all other large 
jobs. The only work handled by this department in future will 
be special items for our internal bank operation and letters and 
circulars of a confidential nature for our branch system. The 
_ Monthly Letter -- a very large project — is now being run off 
by a well known firm in the printing industry. 
Our decision was reached after a good deal of investi- 
gation, including talks and discussions which we had with you 


from time to time. I feel sure that you will be glad to know of 


the new procedure. 


Yours sincerely, 


| XCRO} Ae : KERO 
{COPyY; copy 
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Sn Government Printing 


aN cae SCTION 


v NES SASKATCHEWAN Government Printing Company was 

established approximately twenty years ago when a private 

~.'4 printing house was purchased by the government. Since 
that time, the Company has been engaged in producing printed © 
matter for sovernment departments and a number of government 
agcoucies and crown corporations. its work is produced in response 
vo Graers channelled through the Queen’s Printer. On occasion, 
woqucsts Zor work are forwarded directly to the Company, following 
consu.tation with the Queen’s Printer. The printing estabdiishmenc 
is 2 crown corporation soiely serving the government; it does not 
corapccte With private fizms Tor non-government printing business. 


Government printing ONO may be divided into two 

3a, Catevories: 

oa “Srandard¥eprintine 

aa. Delay «Dring, 

"ne volume of standard printing required by the government is 
avproximately twice that of specialty printing. All specialty print- 

ings is jobbed cut to private firms. The Saskatchewan Government 

Printine Company is presently capable of handling approximately 

50 per cent of standard printing requirements, or one-third of total 
covernment needs, 


In Chanter %, your Commissioners have emphasized the need 
fer governcacnts to continuously face the make-or-ouy decision. 
‘The decision whether to make or to buy those program components 
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CASE STUDIES IN MANAGEMENT DECISION 


which contribute to the achievement of government objectives 
must be resolved in accordance with the most efficient use of the 


resources of the community. 


Sor government printing, the objectives of the government 
are unusually clear. The methods through which the government 
mects its printing needs should be aimed at the least possible cost. 
In addition to reasonable quality of printed matter, these needs 
include timely delivery and discreet treatment of confidential 
material. In few cases is the make-or-buy problem as clearly 
outlined. 


Implicit in the decision which originally brought The Saskat- 
chewan Government Printing Company into existence, was .the 
judgment that much of the government printing requirements 


‘could be most economically met by making rather than buying. 


The creation of a separate and distinct crown corporation to fill 
these needs resulted in an excellent opportunity for continuous 
assessment of the make-or-buy problem. The operations of the 


Printing Company could be clearly distinguished from other govern- | 


ment activities: alternative means of acquiring printing could be 
measured against the productivity of the plant. 


During the past twenty years, the printing requirements of 
the Government of Saskatchewan have grown steadily. At the 
same time, the printing facilities of private firms in the province 
have expanded. Improved transportation and communication has 
meant that printing capacities in other parts of Canada are 
potentially capable of meeting the needs of the Government of 
Saskatchewan. Yet, there is no evidence to suggest that, during 
the past twenty years, the existence of The Saskatchewan Govern- 
ment Printing Company was ever questioned or rationalized by 
the government. 


Management control methods, such as job costing, have not 
beon used to assess and improve the efficiency of the various 
separable components of the Company’s operations, or to compare 
costs of these components with costs available in the private sector. 


Similarly, review of alternative costs has been inadequate 
in preparation for the expansion or replacement of equipment 


and facilities. Old machinery has been replaced with more modern 


cauipment—increasing the capacity of the printing plant and 
fostering a tendency to place increasing volumes of work in the 
government facility to occupy the increased quantity of higher 
capacity equipment. Policies have been framed to fit work to an 
existing facility rather than to force assessment of the economics 
of maintaining the facility. 
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4 CAS: STUDY IN GOVERNMENT PRINTING 


DXVISION OF WORK BETWEEN TITS SASKATCHEWAN 
GOVERNMENT PRINTING COMPANY AND THE 
PRIVATE TRADE 


Of the $1,500,000 spent annually by the Government of Sask- 
atchewan for printing, more than $500,000 has been paid to 
The Saskatchewan Government Printing Company. Division of 
work between the government plant and private firms is made, 
su practice, on the following basis: 


Specialty Printing 


Certain work, such as continuous forms, envelopes, map 
production and other specialty items, is invariably bought- 
out Irom the private trade. The specialized skills and equip- 
ment required for this work are not available within The 
Saskatchewan Government Printing Company and the volumes 
required by the government have not warranted expansion of 
facilities to carry it out. In total, specialty printing has 
amounted to approximately $500,000 annually. 


Plant Capacity 


The capacity of The Saskatchewan Government Printing 
Company is insufficient to handle all the printing requirements 
of the government. Exhibit I indicates the proportion of 
government work, capable of production on Printing Company 
equipment, which has been allocated to the Company during 
the last five years. In the past, the government has indicated 
& Gesire to provide a substantial continuing volume of print- 
ing work to the private trade. Plant capacity has not been 
expanded to enable the crown corporation to carry out all 
standard printing. 


Suitability of Equipment 


“location of work between the Printing Company and the 

rivate sector, and among firms in the private sector, has 

becn influenced by the suitability of available equipment to 
the requirements of the work. 


Maintain Plant Utilization 


In order to maintain utilization of the facilities of The. 


Saskatchewan Government Printing Company, allocation of 
wor to the Company is, by policy, made largely in accordance 
With available capacity of the plant. 
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CASE STUDIES IN MANAGEMENT DECISION 


MXMIGIT I 


Government of Saskatchewan 
“STANDARD PRINTING” :* 


VOLUMES BOUGHT OUT AND ALLOCATED TO 
GOVERNMENT PRINTING 


(Dollar volumes in thousands) 


Government 

Government Printing 

Period Printing $ Total $ Share % 
Apr. 1964—Dec. 1964 $18 968 Sono 
Apr. 1963—Mar. 1964 122 F339 53.9 
Aor. 1962—Mar. 1963 539 984 54.8 
Apr. 1961—Mar. 1962 508 982 $1.8 
Apr. 1960—Mar. 1961 ' $87 1,109 $2.9 


° “Standard” printing is that category of printing which The Saskatchewan Government Printing 
Company is capable of producing. 
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Certain large recurring jobs, such as Saskatchewan 
Government Telephone’s directories, are awarded annually to 
the plant. It would appear, however, that telephone directories 
co not provide the balanced plant workload that is intended, 
in part at least, by their allocation. The directories must be 
printed within a relatively short period of time on equipment 
less suited to the work than other facilities available in the 
Canadian printing trade. The books, which include all Sask- 
atchewan Government Telephone books except the Saskatoon 
City Directory, comprise approximately 30 per cent of the 
total annual volume of the plant. In the past, it has been 
necessary to increase staff at the plant to handle this job and 
other work has been less well served during the period of 
telephone book production. 


Similarly, the allocation of other jobs to the plant has 
not conformed well with the objective of maintaining balanced 
loading of facilities. In relation to variations in the dollar 
volume of government printing requirements from month 
to month, fluctuations in the allocation of printing between 
public and private facilities are fairly wide. Work allocated to 
the government plant has varied between $18,000 and $94,000 
in different months and, although this does not reflect entirely 
in shop efficiency, work produced in given months has varied 
from $29,000 to as much as $59,000. The distribution of work 
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A CASE STUDY IN GOVERNMENT PRINTING 
OP OSG OS DIF UD Ot 


MONTHLY VOLUME AWARDED TO, AND PRODUCED BY 
THE SASKATCHEWAN GOVERNMENT PRINTING 
COMPANY 
(April to. December, 1964) 

_ (Thousands of Dollars) 


Awarded to The Produced by The 

Bought Out Saskatchewan. Saskatchewan 

From Private Govt. Printing Total Govt. Printing 
Month Shops Company Volume Company 

| | 

Pe ero Weiser beer ey 155 74 229 57 
Maye ae | 55 46 101 59 
ARUN ae eeat-ceereceoss 60 30 90 39 
JM Yicces acrtesees anes 46 3% 80 37 
AURUSGI eaten 43 34 fe | } 24 
September... 48 45 93 49 
October nth).cndes 67 18 85 29 
November.:....... 46 55 101 35 
December........... 101 94 195 45 


between private shops and the government plant is indicated 
in Goxnioie 1. 


Tne methods currently employed for allocating work 
between the Government Printing Company and the private 
trade have not resulted in uniform workload on the govern- 
ment facility. While, as described later in this chapter, man- 
power and machine utilization have been relatively low, over- 
time costs have been near $20,000 annually—or just under 
10 per cent of plant labour costs. 


WON-COST CRITERIA FOR “MAKE-OR-BUY” 


A number of reasons for maintaining a government printing 
iccility have been suggested to your Commissioners. In many 
respects, these considerations are not unique to government but 
are common to most large organizations which face the make-or-buy 
cuestion in relation to printing work. These considerations are 
identified and examined in this section. 


CONFIDENTIALITY 


It is argued that much of the government printing work 
is highly confidential in nature and must, therefore, be printed 
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CASE STUDIES IN MANAGEMENT DECISION 


within the government. In thoir analys{a of the printing activitios 
of the government, your Commissioners could determine no | 
consistent practice regarding so-called ‘‘confidential” material. In - 

fact, your Commissioners have been unable to obtain or establish 
& satisiactory definition of the term “confidential” in a printing 
context. It would appear that the only annually recurring jobs 
which might reasonably be considered to be highly confidential are 


- the Throne Speech, the Budget Speech, the Public Accounts and 


the examination papers of the Department of Education. While 
it is true that these particular jobs are invariably handled by the 
government plant, there is no reason to suppose that the ethics 
oi the printing trade will not permit confidentiality to be preserved 
as eifectively in a private firm as in a crown corporation. 


In short, the confidential nature of some government material 
has very little bearing on the make-or-buy question. 


DELIVERY 


It is arcued that, only when a printing establishment is under 


the direct control of the government, can very fast delivery require- 
ments be met. 


In xhibit III your Commissioners present the results of a 
sample job analysis. This analysis indicated that, at The Saskatche- 
wan Government Printing Company, only 8 per cent of the jobs are 
celivered in under 10 days and some jobs have delivery dates as long 
2S 150 days. Delivery in the private trade is markedly shorter than 
tne average for the government plant (30 days vs. 20 days). In 
practice, rush work is often placed with the private trade. For 
example, the blue and white Order Papers produced overnight 
when the Legislature is in session are invariably printed in private 
plants. 


POD, GS Bik wa 


DELIVERY ACHIEVED 
(1963-64) 


Sample Distribution of Jobs at The Saskatchewan Government 
Printing Company 


Days Delivery ; Percentage 
0 - 10 8% 
11 - 35 12% 
36 and over 20% 
Average Deliveries Achieved 
Government Printing Company 30 days 
Bought-out Finished 20 days 
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A CASE STUDY IN GOVERNMENT PRINTING 


It is clear, therefore, that in most cases good delivery Is avail- 
sole through sources other than The Saskatchewan Government 
Printing Company. . 


SIZE OF JOS 


Many of the printing jobs required by the Government of 
Saskatchewan are small. It has been argued that small dollar 
value work cannot be easily bought-out from the trade and that 
the existence of a government printing facility, which minimizes 
»aperwork problems, is best suited to the needs of the government. 


Your Commissioners have analyzed a sample of jobs carried 
out by the Company and by the private trade. The distribution of 
Saskatchewan Government printing job sizes is presented in 
Exhibit IV. Two-thirds of all jobs are less than $50 each and only 
12 per cent exceed $250. Under present volumes, the Printing 
Company carries out some 2,000 jobs annually, of which only 240 
are over $250. 


There does not appear to be any differentiation between job . 
size printed in the government plant and job size bought-out from 
the trade. Average job size for the Printing Company is $275 while 
the bought-out average is $250. Work is made or bought independ-. 
ently of job-size considerations. 


MALUBIT IV 


ANALYSIS OF JOB SIZE 
Saskatchewan Government Printing Requirements 


Dollar Size Number | Percentage Cumulative 
0—20 78 : 300 39 
21—50 53 27 66 
S1—250 46 . 23 89 
251—1000 14 7 96 
over 1000 8 4 100 
TOTAL 199 100 
Average job size: Sask. Govt. Printing . $275 
average job size: Bought out $250 


In summary, there appear to be few, if any, non-cost factors 
which must be weighed in assessing the make-or-buy question on 
sovermment printing. Arguments claiming advantages of the 
soverament printing facility based upon confidentiality of material, 
the need for rush delivery, or the small size of many of the print- 
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CASE STUDIES IN MANAGEMENT DECISION 


ing jobs are unimpressive under close examination. Indeed, it 
seems reasonably clear that the make-or-buy question should be 
treated primarily on a least-cost basis. 


COST CRITERIA FOR “MAKEZ-OR-BUY” 


Under present circumstances, it is impossible to objectively 
assess the relative economies of meeting government printing 
requirements by The Saskatchewan Government Printing Company 
or by private printers. 


PRICE POLICY 


The method for determining the costs of printing is described 
in the Annual Report of The Saskatchewan Government Printing 
Company as follows: 


... except for special contract work, the Company's charges are based on 
the rates set out in the Queen’s Printer’s Contract Price List. These price 


lists are supplied to all pnvate printing plants, which share in the volume of 
government printing.” * 
Both the Company and the printing trade provide printing 
at the same prices—prices based upon the Queen’s Printer’s Price 
List. Competitive pressures are not allowed to determine the 


The Queen’s Printer’s Price List was first established in 1918 
and was based upon an estimated “standard cost” for the various 
printing operations. It was revised in 1938 and 1953 and partially 
revised in 1957. In the view of your Commissioners, the document 
does not reflect advances in printing methods and technology: it 
does not provide a meaningful standard for either purchasing 
or producing printing material. 


Your Commissioners draw attention to the acceptability of the 


‘ price list to both large- and small-scale printers. In few cases has 


printing been refused on the basis of price. It is not unreasonable 
to expect that the development of a competitive market for govern- 
ment printing would reduce the cost of printing to the government. 


Total job prices are based upon paper prices together with 
the Price List for printing operations. Computations for paper 
prices for both the Printing Company and the private trade start 
with the “wholesale” paper price, add a markup of 80 per cent on 
stock of $75 or less and 25 per cent on stock over $75, A scrap. 
allowance varying between 2.5 per cent and 25 per cent (averaging 
about 5 per cent) is then added. These prices provide adequate 
margins to small printers who purchase Paper at wholesale prices, 


PY een, Oa 3 
* Saskatchewan Government Printing, Annual Report, 1963, Regina, Queen’s Printer, 1964, p. 1, 
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| & CASE STUDY IN GOVERNMENT PRINTING 


Yor the Printing Company and for the large commercial houses 
which purchase paper at jobber prices in mill shipment lots, how- 
ever, sucht a pricing policy tends not to reflect the advantage 
which can be taken by the government of bulk buying economies. 


INANCIAL STATEMENTS: A MEASURE OF GOVERNMENT 


EFFICIENCY 


Exhibits V and VI present the operating and balance sheet 
statements for The Saskatchewan Government Printing Company 
for the year 1963. These have been the major instruments used by 
the government in assessing the efficiency and economy of the 
Company. 


¥rom these statements, it would appear that The Saskatchewan 
Government Printing Company is a profitable operation. A ‘Net 
Profit for the year” 1963 of $73,012 is reported and a total surplus 
over the life of the Company is shown at $874,766. These earnings, 
however, are based on the totally arbitrary Queen’s Printer’s Price 
List. Nowhere are costs of alternative methods of meeting printing 
needs compared with the economies of meeting these needs through 
the Printing Company. . 


Conceivably a 100 per cent increase in the price list might as 
easily have been made. This undoubtedly would have pleased the 
printing trade and would result in an increase in the “profit” 
of the printing company by more than $500,000 annually. 
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CASE STUDIES IN MANAGEMENT DECISION 


MAGIGsLT V 


COMPANY 
STATEMENT OF OPERATIONS 


for the year January l, 1963 to December 31, 1963 


Printing sales 


Inventory, January 1, 1963 
Matcnal purchased 

Plant labour 

Power 


Less: Inventory December 31, 1963 
Total di-ect costs 


Gross operating profit 
Miscellaneous revenue 
Rentals 


Gross Profit 


OPERATING EXPENSES: 
Building expenses 
Cartage, freight and express 

roup insurance 

Contributions re employees’ superannuation 
Insurance 
Taterest 
Light and water 
Oitice supplies and postage 
Piant repairs 
Printing and plant supplies 
Salaries 
Sumlry expenses 
Grant in licu of taxes 
Telephone and telegraph 
Travelling expense 
Unemployment insurance 


Less: Provision for depreciation 


Net operating profit 


Add: Net gain on disposal of fixed assets 


NET PROFIT for the year 


$A45,306 
963 


$ 75,419 
154,624 
213,400 

1,863 


THE SASKATCHEWAN GOVERNMENT PRINTING 


$529,935 


364,543 


$165,592 


v 


3,000 


$169,802 


68,202 


$101,600 
29,338 


$ 72,262 
750 


$ 73,012 


Sovace: Saskatchewan Government Printing, Annual Reporés 1963, Regina, Queen’s Printer, 1964. 
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CASS STUDIES IN MANAGEMENT DECISION 


. Jor these reasons, your Commissioners cannot accept as valid 


the statement in the Company’s 1963 annual report which reads: _ 


“A net profit of $73,012 was realized from these sales, which represents a return 
of 26.5 per cent on advances of $275,000 from the Government I*inance Of fice.’ 


MANAGEMENT CONTROL METIZODS 


While a precise measure of the profitability of The Saskat- 
chewan Government Printing Company cannot be made without a 
meaningful comparison of cost for outside printing, some assess- 
ment of the efficiency and effectiveness of the Company’s opera- 
tions can be made on the basis of graphic arts standards.’ 


To illustrate, your Commissioners carried out an analysis of 
67 printing jobs performed by the Company during 1964. Actual 
time for the various operations performed on each job or actual 
amounts of material used are not collected by the Company and 
invo.ced amounts were used in the analysis. A summary, by user, 
is presented in Exhibit VII. The various job components are 
expressed both in dollar terms and as a percentage of total billed 
cost. 


In the absence of actual time data, and an exhaustive analysis 
of each docket’s requirements, it is impossible to draw conclusions 
on the printing operations summarized under ‘‘Composition”, 
“Press” or “Bindery”. Attention is immediately drawn, however, 
<o the proportion of total job cost made up of material. Approxi- 
mately 40 per cent of the printing costs of the sample are found 
under the headings ‘Materials’, “Scrap” and “Markup on 
Material’. 


In determining “standard” material cost allowances, the 
printing industry normally carries out the following operations: 

1. Laid-in cost price is computed. 

2. A scrap allowance, normally about 10 per cent, is added. 

3. A markup of approximately 25 per cent is added. 


Material cost, therefore, is taken as approximately 1.10 x 1.25 x 
cost price, or approximately 1.375 of cost price. 


Government practice involves the following operations: 
1. Manufacturers’ list price is taken. 


2. A scrap allowance varying between 2.5 and 25 per cent, 
but averaging about 5 per cent, is added. — 


3. A markup of 30 per cent is added. 


9 Tbid. 
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CASE STUDIES IN MANAGEMENT DECISION 


Materials, therefore, are billed at approximately 1.05 x 1.30 x 
list price, or about 1.365 of manufacturers’ wholesale price list. 


However, the Government Printing Company, like other large 
printers, purchases at lowest prices through bulk shipments. On 
the average, it would appear that laid-in cost is approximately 80 
per cent of the manufacturers’ list price used in calculating material 
billing rates. | | ; : 


\ 


- Government billing practices, therefore, charge paper at ap- 
proximately 1.7 of cost price (1.365 + 0.80) —a figure substantially 
higher than the 1.375 used in commercial practice. 


The paper pricing practices of the government inflate printing 
prices of the Government Printing Company by approximately 10 


per cent, or some $50,000 annually. There is reason to speculate that 


these prices, which apply also to the private trade in carrying out 
government work, have similarly increased bought-out prices. 


It is not clear from this, however, how much of the markuy_- 
on paper is recognition of the costs of filling the paper brokerage 
function and how much derives from economies of scale. The 
unanswered question applies equally to bought-out work. It would 
be expected that small printing shops cannot buy in mill-shipment 
lots. The larger printing houses in the province can buy as cheaply 
as the Government Printing Company. 


A competitive market is necessary to provide a clear answer. 
Such a market would indicate minimal printing costs as well as 
minimal paper costs. 


PRODUCT LINE SEPARATION FOR THE SASKATCHEWAN 
GOVERNMENT PRINTING COMPANY 


The Saskatchewan Government Printing Company is engaged 
in two separable business activities: paper wholesaling and print- 
ing. It is not uncommon for major printing users to provide paper 
as well as copy to small and medium size printing establishments 
who are unable to buy stock as cheaply as the user. 


Whether or not the printing is to be done by the government 
plant or by the private sector, the management reporting system 
should provide cost data on paper stock and printing separately. 


The make-or-buy decision should be made separately for each 
“product line’. It is possible for the government to buy paper and 
printing trom large printing houses and to buy printing only 
from small shops by supplying them with the paper requirements 
for the job. It is possible for the government to buy all printing 
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A CASE STUDY IN GOVERNMENT PRINTING 


and supply all paper, to buy both paper and printing or, for that | 
matter, to “make” all of both printing and paper requirements. 


PAPER JOBBING 


Viewed separately, the paper jobbing activities of The Sask- 
atchewan Government Printing Company can be placed in per- 
spective. The Company uses an annual volume of approximately 
330 tons of paper of various sizes, types and grades. The bulk of 
the Company’s paper requirements are purchased at mill-shipment 
prices and delivered to Regina in carload lots. Volumes for fast- 
moving stock are sufficiently high to obtain the best possible prices. 
Paper for, the Saskatchewan Government Telephones’ directories 
amounts to 149 tons annually, for example, and bond stock for 
government stationery and forms is used in large quantities. A 
few specialty papers are bought in lesser quantities and at less 
favourable prices. 


In 1963, the government purchased some $155,000 worth of 
paper and used approximately $150,000 worth in the production of 
printed material for the government during that year. Approxi- 
mately $10,000 of this material was normal wastage in the produc- 
tion process and the balance was billed to users for approximately 
$270,000. 


Exhibit VIII illustrates the relationship between cost price, 
wholesale prices, selling prices, and gross margin for a number of 
paper stock items. 


For illustrative purposes, your Commissioners present an 
estimated operating statement for the paper jobbing activities for 
the year 1963 in Exhibit IX. 


The net profit for this operation, some $89,000 before charges 
zor capital invested and space utilized, is more than the total 
“profit” of The Saskatchewan Government Printing Company in 
1563—some $73,000. This net profit of approximately 25 per cent 
on sales stems from the basic pricing policies employed by the . 
Queen's Printer. 


Some indication of the reasonableness of the paper profit mar- 
mms is available through examination of the major printing run 
‘or the government plant—the production of telephone directories 
‘or Saskatchewan Government Telephones. Exhibit X summar- 
izes the cost elements charged to the telephone company by the 
Queen's Printer in 1964. Of the total cost for telephone books of . 
$153,000 approximately $70,000 cover's paper costs, including 
“aiaterials”, “Waste” and “Markup”. 
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fs CASE STUDY IN GOVERNMENT PRINTING 

EXNOEIT OX be 

THE SASKATCHEWAN GOVERNMENT PRINTING 
COMPANY | 
STATEMENT OF PAPER JOBBING OPERATIONS 


(Estimated for 1963) 
————————————————————————————————________ nnn 


Paper Sales $ 270,000 
Inventory January 1, 1963 $ 75,000 
Material Purchased 155,000 
Labour 10,000 

240,000 
Less Inventory December 31, 1963 81,000 = 159,000 
Gross Profit 111,000 
Operating Expenses 15,000 94,000 
Less depreciation 5,000 
Net Profit for year $ 89,000 


Information presented to your Commissioners indicates that 
these material costs are approximately three times those required 
in the production of the major telephone books in Canada. A por- 
tion of this cifference is made up of non-pricing factors as follows: 


1. Most major telephone books employ four-column composi- 
tion as opposed to the three-column composition used in 
Saskatchewan. 


to 


The paper stock employed in Saskatchewan is substantially 
more expensive than that used in most Canadian books. 


siowever, it is estimated that approximately $15,000 of the 
excess cost is directly attributable to paper prices higher than 
would be charged by the printing trade. 


PRINTING OPERATIONS 


To assist in placing in perspective the printing operation of 
the government, your Commissioners present in Exhibit XI an 
estimated operating statement for the year 1963. This Exhibit 
suggests that the printing activity resulted in a net loss of some 
$19,000, without considering the cost of capital investment, or the 
cost of services performed for the printing company by central 
Jovernment agencies, 


Necessarily, this loss figure is somewhat arbitrary since it is 
based upon the Queen’s Printer’s Price List. 


Assessment of the printing operation through review of man- 
accment reporting and management control systems employed was 
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4 CASE STUDY IN GOVERNMENT PRINTING 


found to be {Impossible. Since all billing {s based upon the Price 
List, and since no comparison of actual time to Price List time 
is carried out, the performance of the plant cannot be objectively 
assessed. 


Time, however, is reported on the basis of man and machine. 
From these figures, your Commissioners were able to prepare the 
gross summary of labour and machine utilization presented in 
Exhibit XII. Manpower utilization in the composing room varies 
from 78 to 82 per cent, indicating extremely good utilization. In 
the press room, however, the utilization is as low as 49 per cent 
and, in the bindery, as low as 52 per cent. Machine utilization -is 
lower in all cases than personnel utilization since a man is not 
always assigned to each piece of equipment. 


DAMIBIT XI 


THE SASKATCHEWAN GOVERNMENT PRINTING 
. COMPANY 
STATEMENT OF PRINTING OPERATIONS 
(Estimated for 1963) | 
Printing Sales 5 $ 260,000 


Piant Labour $ 203,000 
Power 000 


55,000 
Mise. revenue 4,000 
Gross Profit ; 59,000 
Operating Expenses 53,000 6,000 
Less provision for depreciation 25,000 
Net Operating Loss (19,000) 


To verify the reported utilization figures, your Commissioners 
analyzed the job sample presented in Exhibit VII. From the sample, 
the relative percentages of billed dollars for composition, press 
room and bindery were compared to the total printing volume. 
For example, the percentage of billed dollars originating from 
composition work was applied to the total company volume and 
the result divided by the average billed cost of composing hours 
and an estimate of the total number of billable composing hours 
achieved by the printing house during the year. 


To illustrate, the composing percentage from Exhibit VII is 
a per cent. Applied to a half million dollars of volume, some 
%115,000 of composition was billed to users in 1963. Assuming 
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CASE STUDIES IN MANAGEMENT DECISION 


. RAMIOCIT AT 
THE SASKATCHEWAN GOVERNMENT PRINTING 
COMPANY 
REPORTED 
LABOUR AND MACHINE UTILIZATION 
Period Man Machine Overtime Hours 
Composing Room 
Oct.—Dcece. ; 78% 1,436 206 
July—Sept. d 81% 134 30 
April—J une 78% 298 54 
Jan.—March 82% 766 77 
Press 
Oct.—Dec. 49% 
July—Sept. 59% ieah oe 
April—June 75% 148 30 
yan.—March 74% 484 
Bindery 
Oct.—Dec. ~ 52% 28% as oe 
July—Sept. 69% 38% 12 3 
Apr.—June 78% 50% 306 51 
Jan.—Mar. 15% 50% 336 S4 


that a composing hour is billed at approximately $6 (roughly $3 
direct wages and $3 overhead), the equivalent number of hours 
billed to users was approximately 19,000. Total available time, 
even excluding overtime, for the 18 persons engaged in composition 
would be approximately 36,000 hours. Utilization, therefore, ap- 
pears to be approximately 53 per cent—a figure considerably 
lower than the reported 80 per cent. 


Similar treatment of other main activities leads to the con- 
clusion that the utilization percentage, derived from reported 
hours, substantially overstates plant efficiency. 


Accurate utilization figures and other information needed for 
sound management can be obtained only through the employment 
of a reporting system which measures performance against mean- 
ingful standards. Printing houses frequently use a job costing 
system which gathers and compares costs on each individual job. 
Simplified methods which collect actual and standard costs by cost 
centre work equally as well, although they prevent accurate con- 
tinuous reassessment of standard costs, 


Exhibit XIII schematically portrays a job costing apetnee com- 
monly employed by printing establishments. Estimated costs are 
prepared for each job approved for production in the plant. These 
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estimates are broken into materials and labour for each cost 
centre. A docket is created and a copy is forwarded to 
the user department to indicate anticipated costs of the work. 
Materials are drawn from stores, brought to the job and posted 
to the docket. Similarly, labour time at each cost centre is posted 
.to the docket from time card records or directly by cost centre 


- »foremen. On completion of the job the docket is closed out, analyzed 


by user and, where appropriate, a debit is entered to charge the 


. user, Billed amounts can be either standard (estimated) costs or 


actual costs logged. 


Comparison of the estimated and actual costs allows the isola- 
tion and analysis of variances. Reporting variances to cost centre 


'foremen prompts remedy of poor operating procedures. Responsi- 


bility, by cost centre, for performance, and reporting of variances 
to individuals responsible for management, facilitates action to 
‘prevent recurrence of avoidable variations. 


Of the job cost elements shown in Exhibit XIII, only those 


* marked with an asterisk are part of the system currently employed 


by The Saskatchewan Government Printing Company. Manage- 
‘ment control over the utilization of materials, labour and machine 
‘time is less than satisfactory. 


_ MINIMUM PRINTING COSTS FOR THE GOVERNMENT 
OF SASKATCHEWAN 


The current means of assessing the make-or-buy question for 


,zovernment printing, either in the long-run or on a job-by-job 


basis, are inadequate. All cost comparisons can be based only on 
the Queen’s Printer’s Price List—and this document is clearly 
arbitrary and inadequate. There is strong evidence to suggest, 
however, that the allowed prices of paper (for calculation pur- 
poses) used by the government printing establishment are 
unnecessarily high, and the data available indicate that plant 


efficiencies are relatively low. In short, it would be most fortuitous 


if minimum printing costs were currently being realized. 


A competitive market for government printing is necessary 
for the achievement of minimal costs. Only against the standard 
of the best commercial prices can the efficiency of the Government 
Printing Company be measured. Indeed, only with such standards 
can maximum efficiency be stimulated in the government plant. 


TENDERING BY JOB 


The tendering process is commonly applied in government to 
the procurement of supplies and services from the private sector. 
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A CASE STUDY IN GOVERNMENT PRINTING 


In Chapter 15 of this report, your Commissioners emphasize tho 
desirability of continuing and strengthening the tendering process 
‘9 achieve minimum costs for the government. 


However, individual job tendering for government printing is 
not generally practical. As indicated earlier in this chapter, the 
average printing job is approximately $250, 66 per cent of all jobs 
are for less than $50 and only 4 per cent are for more than $1,000. 
In addition, delivery times would be severely impaired if the 
mechanism of tendering were to be followed for each job bought- 


out. 


LUIXED TENDERING: BY BLOCK OF WORK, BY MAJOR JOB 


Your Commissioners are of the view that an effective tender- 
ing mechanism may be developed to obtain minimum printing costs. 
The method, as envisaged, would reflect the differing characteris- 
tics of printing work required and would be designed to take 


advantage of the relative economies of small as well as large _ 


commercial shops. 
In skeletal form, the mechanism might be as follows: 


1. <All printing would be bid including paper and excluding 
paper. Firms which have relative economies in printing 
but insufficient volume to obtain mill rate prices on paper 
might take advantage of the government’s buying ability. 


2. Major jobs which can be anticipated, and for which work- 
able specifications can be drawn in advance, might be 
tendered on a job basis. (Telephone books would be an 
example of such work.) 


3. The balance of the government’s printing requirements 
might be segregated by type of work (probable process), 
anticipated lot size, and forecast total requirements. Such 
a breakdown could be made on the basis of an analysis of 
historical printing needs and a forecast of changes. Bids 
on this work might be solicited for quarterly, semi-annual 
or annual blocks and printers would be free to bid varying 
unit prices on different volume levels. Printing could be 
allocated on the basis of the best combination of minimum 
prices. 


CONCLUSIONS 


Your Commissioners conclude that minimum over-all costs in 
all probability are not being achieved under current methods of 
procuring government printing. 
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CASE STUDIES IN MANAGEMENT DECISION 


The non-quantifiable considerations frequently put forward to 
justify the existence of a government printing facility are: 


1. The need for discreet treatment of confidential material 
2. The need for rapid delivery | 


3. The small average job size. 


Your- Commissioners have found no evidence to suggest that 
these requirements are more effectively met by The Saskatchewan 
Government Printing Company than by the commercial trade. Past 
experience indicates that these needs are often better served by 
private printing houses. Your Commissioners conclude that the 
prime consideration in the make-or-buy question for printing is the 
relative cost through private printers and The Saskatchewan 
Government Printing Company. 


Prices paid for printing, whether carried out by the govern- 
ment facility or by the printing trade, are established by the Queen’s 
Printer’s Price List. Your Commissioners view with concern the 
arbitrary nature of this document since it is impossible to evaluate 
the relationship between its prices and the minimum prices avail- 
able to the government through competitive tender. Similarly, the 
pricing practices used for paper by the government, which again 
apply equally to the trade and the government plant, bear little 
relationship to the costs of paper jobbing, handling and cutting. 


For these reasons the “profit” reported by The Saskatchewan 
Government Printing Company has little meaning. In your Com- 
missioners’ view, claims that the Company returns some 26 per cent 
on investment are inaccurate, misleading and a misrepresentation 
of the efficiency with which resources are administered. 


There is evidence to suggest that material costs, whether sup- 
plied by the printing trade or the government plant, are inflated. 
While precise determination is impossible without the existence of 
market standards, the inflation is estimated at nearly $150,000 per 
year. Clearly, pricing methods which allow a profit of sorae $70,000 
to be claimed annually by the Government Printing plant but, in 
the process, incur costs to the government of nearly double that 
amount do not reflect optimal use of resources. ; 


The Government Printing Company is engaged in two separ- 
able businesses: paper jobbing and printing. Your Commissioners 
have presented illustrative estimates of the two segments of the 
operation to indicate that paper jobbing, under current pricing, 
earns a “profit’’ of some $89,000 annually and printing incurs a 
net “loss” of some $19,000—again under current pricing. 
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A CASE STUDY IN GOVERNMENT PRINTING 


Recognition must be given to the existence of these two “‘pro- 
duct lines” in the management control mechanisms of the Company. 
Paper jovbing, conceivably, could be carried out independently of 
a printing operation. The government can supply paper as well as 
copy to those smaller printers who are unable to buy paper as 
cheaply as the government. Make-or-buy decisions for The Sas- 
katchewan Government Printing Company, therefore, are twofold 
and separate decisions should be made on paper jobbing and 
printing. 


Your Commissioners have reviewed the management reporting 
mechanisms employed by the Printing Company and conclude that. 
they are inadequate for the assessment of plant efficiency. More 
important, they do not facilitate the generation of information 
which is essential to efficient and effective continuous operation 
of the plant. A standard costing system, which compares actual 
costs with standards and which reports variances to those 
responsible for operations, is clearly needed. 


It would appear, from available information, that the level of 
utilization of manpower and machinery in the plant is lower than 
required for profitable operation. 


At the present time, it is impossible to make definite make-or- 
buy decisions regarding The Saskatchewan Government Printing 
Company. A competitive market for printing should be developed 
to provide a measure of alternative costs. While small job-size and 
rapid delivery requirements will not tolerate a job tendering pro- 
cess, your Commissioners are convinced that a competitive tender- 
ing process could be devised to take advantage of the economies of 
both small and large printing houses. This tendering system would 
separate those large jobs which can be tendered in the normal way 
and tender estimated requirements for the balance, segregated by 
printing type and run size, on a block basis. In every case, bids 
might be tendered both inclusive and exclusive of paper stock. 


It is the major conclusion of your Commissioners that the 
Ccevelopment of a competitive market for government printing 
would reduce government printing costs—perhaps by as much as 
9200,000 annually. Once competitive conditions have been developed, 
definitive make-or-buy decisions regarding The TESUIME Salle 
Government Printing Company could be reached. 


RECOMMENDATIONS 


Your Commissioners therefore recommend that a competitive 
market for government printing be developed. Specifically we 
zsecoOmmenc: 
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CASE STUDIES IN MANAGEMENT DECISION 


q@) 


(2) 


(3) 


4) 


(3) 


That the government immediately segregate and classify 
its printing requirements so that bids may be called on a 
job and block basis. 


Yhat tendering procedures involve the separation of paper 
costs and printing costs. 


That, as soon as an adequate classification system has been 
developed, tenders be called for anticipated requirements 
on a job or block basis for that proportion of work presently 
being done by the private printing trade. 


That job tenders be called for the larger Saskatchewan Gov- 
ernment Telephones’ directories. In response to these calls for 
tender, the Government Printing Company might submit 
reserve bids equal to estimated marginal costs for the work. 


That widest possible interest in tendering for government 
printing be encouraged. 


To enable the government to make informed make-or-buy 
decisions regarding printing, your Commissioners recommend: 


(6) 


(7) 


(8) 


(9) 


(20) 


That the work allocated to The Saskatchewan Government 
Printing Company be priced at the lowest tender price 
received on bought-out work for each kind of printing, giving 
due recognition to volume and run size. 


That an accounting separation be made between the paper 
jobbing and printing activities of The Saskatchewan Govern- 
ment Priniing Company. 


That billig of paper be made on the basis of paper prices 
inferred from the tendering process. 


That an Adequate management reporting system be insti- 
tuted in Tic Saskatchewan Government Printing Company. 


That, follc:ving implementation of the above recommenda- 
tions, an assessment of the make-or-buy questions on paper 
jobbing ant! printing be made. While the modified financial 
statements »f the Company will provide the basis for this, 
allowance ;\:ould be made for those services provided to the 
Company liy central government agencies for which no 
charges are jnade. More important, the market value or op- 
portunity cjst of the equipment, land and building of The 
Saskatchewin Government Printing Company must be 


assessed anj the cost of this capital included in the analysis. 


} 
{ 


The assessmen j must take into consideration the loss to the 
public sector of all ‘i:xes and rates which would otherwise be paid 
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4A CASE STUDY IN GOVERNMENT PRINTING 


if the services were provided by the private sector. These would 
include municipal property and business taxes, income, excise and 
sales taxes. : 

If, following implementation of the above recommendations, 
jt is clear that some or all of the printing or paper requirements 
of the government can be “made” more cheaply than “bought”, 
your Commissioners recommend: | 


(i1) That in order for the government plant to be awarded 
' printing work, it must bid in competition with private 
houses. That, under no circumstances, the competitive market 
ke impaired by the award of contracts to the Company unless 

the Company has submitted the low did. 


(32) That the Company develop and maintain adequate and ac- 
curate rcporting systems so that profit and loss figures prop- 
erly reiicct the operations. 


(43) That periodic reassessment of The Saskatchewan Govern- 
ment Printing Company make-or-buy questions be made as 
market conditions change. . 
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